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International Operation 

Subsequent to the preparation of this report, an agreement has 
been reached whereby, subject to governmental approval, your 
Company will acquire control of American Export Airlines, Inc. 
This we feel would be an important step in the development of 
United States international air transportation under the American 
flag. Application has been made to the Civil Aeronautics Board for 
the approval of this transaction. American Airlines is asking for 
authority to purchase treasury stock of American Export Airlines, 
carrying control of that company — 51.4 per cent — for $3,000,000, 
which will be paid into American Export Airlines’ treasury. 

American Export Airlines, one of the two present American flag 
trans-oceanic commercial air carriers, has operated over the North 
Atlantic trade route since 1942 and is the holder of two temporary 
certificates of public convenience and necessity issued by the Civil 
Aeronautics Board. It has applications pending for international 
trunk lines originating in Washington, New York, Boston and Chi¬ 
cago, serving, principally, important points in Europe. 

Upon governmental approval, your Company proposes to utilize 
American Export Airlines as a separate entity for international opera¬ 
tions outside the North American continent. 


March 25, 1944 
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REPORT OF THE PRESIDENT TO THE 
STOCKHOLDERS 


New York, New York 
March 25, 1944 

During the second year in which our country has been at war, American Airlines has 
fulfilled added requirements both from the military standpoint and in the operation of our 
domestic air service. This latter has been done in spite of the severe limitations on equipment. 
As will be noted from last year’s report, our flight equipment was, due to the war emergency, 
reduced from 79 planes to 43 planes, and at the end of 1943 stood at 47 planes. 

With this reduced fleet, the Company’s personnel provided in 1943, a maximum service 
within its ability and consistent with maintenance of proper standards. As a result, a greater 
volume of traffic was carried than during any previous year. The capacity, however, fell far 
short of meeting travel demands, or of accommodating as much traffic as would have de¬ 
veloped had the limitation of war not intervened. 

EARNINGS 

Net earnings before provision for Federal income taxes were $8,442,968.71, as com¬ 
pared with $5,423,868.63 in 1942. The 1942 figure is exclusive of extraordinary income of 
$1,177,845.75, representing proceeds in excess of book value from the sale of flight equip¬ 
ment at the direction of the United States Government. 

Under the Revenue Act of 1943, it is believed that the Company is exempt from any 
excess profits tax for the year 1943. Provision of $3,500,000.00 was made for Federal 
income taxes in 1943, as against provision of $2,750,000.00 for 1942 of which $343,000.00 
was applicable to the sale of flight equipment. 

By action of your Company’s directors, $1,750,000.00 has been set aside out of 1943 
earnings as a reserve for transition to peacetime operations. This reserve is being pro¬ 
vided to cover the cost of transition from the Company’s participation in the war effort 
and operations under wartime conditions to normal peacetime operations. 

The net profit transferred to surplus in 1943 was $3,192,968.71 as compared with 
$3,851,714.38 in 1942. The 1942 figure included $834,845.75 (net after applicable Federal 
taxes) derived from the sale of flight equipment at the direction of the United States Govern¬ 
ment. The 1941 net profit was $2,473,160.48; for 1940, it was $1,858,549.99. 

DIVIDENDS 

The regular dividends of $4.25 per share were paid in 1943 on the 50,000 outstanding 
shares of cumulative preferred stock. Dividend No. 4 of $1.50 per share on the common 
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stock was paid December 22, 1943, to the stockholders of record on December 10th. A 
similar dividend of 51.50 per share of common stock was paid in December 1942 and 
December 1941, and $1.00 per share was paid in 1940. 

FINANCIAL POSITION 

1 he financial position of your Company continues strong. The corporate surplus was 
$9,354,653.36 at December 31, 1943, as compared with $7,236,463.58 at the end of 1942. 

Current assets were $27,959,117.73 and current liabilities were $11,418,979.92. Of the 
current assets more than $23,800,000.00 represents cash, securities of and receivables from 
the United States Government. 

Your Company has maintained its liquid condition and has available a substantial part 
of the capital funds which will be required in the early postwar period. 



1943 

1942 

1941 

1940 

1939 

Working Capital 

Current assets. 

. $27,959,118 

$21,845,308 

$16,890,269 

$9,567,501 

$5,432,599 

Current liabilities. . . 

. 11,418,980 

9,771,779 

8,567,767 

3,827,480 

2,819,987 


$16,540,138 

$12,073,529 

$ 8,322,502 

$5,740,021 

$2,612,612 

Surplus 

Paid-in. 

. $ 1,942,682 

$ 1,942,682 

$ 1,942,682 

$1,456,345 

$1,350,862 

Earned. 

7,411,971 

5,293,781 

2,516,845 

1,011,248 

343,183* 


$ 9,354,653 

$ 7,236,463 

$ 4,459,527 

$2,467,593 

$1,007,679 


* Denotes deficit. 


MILITARY OPERATIONS 

The policy of serving the United States Government under war contracts without profit 
was continued in 1943. The Government reimburses the Company for expenditures on its 
behalf, for depreciation on company aircraft and equipment in Government use and for the 
salaries and other expenses applicable to such contracts. No fees or amounts other than 
reimbursement of expenses have been claimed or collected. 

Renegotiation of the war contracts for 1942 has been completed and as a result no 
adjustments were necessary. Although the charges for 1943 may be subject to renegotiation, 
it is not anticipated that adjustments will be required. 

As time passes it is permissible to reveal some details, hitherto secret, of operations under 
war contracts. The Company operates, on behalf of the Army Air Transport Command, 
regular transoceanic services. Over a period of a little more than a year, American’s flight 
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AMERICAN AIRLINES, INC. 


crews have successfully completed more than 1,500 crossings of the North and South Atlantic. 
These operations are continuing with frequency and regularity comparable to our regular 
commercial airline service between major United States cities. 

An interesting illustration of the work being done in the war effort was a certain operation 
from India to China assigned to American in July of 1943 by the Air Transport Command. 
This covered cargo operations on the “Burma Road of the Air” which was accomplished under 
most difficult conditions, requiring flights over the high Himalaya Mountains and landings 
on sometimes flooded runways during the monsoon season. The operations base was a scant 
fifty miles from the nearest Japanese airplane base. The living and operating conditions 
of the crews were comparable to those of our armed forces at the front. 

For accomplishments in connection with the first survey flight across the Atlantic from 
Newfoundland direct to Marrakech, French Morocco, members of American’s personnel 
have received the Air Medal of the Army in recognition of their services. Your Company’s 
services to the Army and Navy are being performed both at home and abroad in an effort to 
bring closer the day of victory. 

OPERATING REVENUE 

Commercial operations were carried on in 1943 with a fleet of 43 Douglas DC-3 aircraft. 
This number has recently been increased to 47 through return of aircraft leased to the Army 
for military use, but the entire fleet affords only about two-thirds of prewar seat capacity. 
Despite the reduction in our fleet effected during the year 1942, the Company carried more 
revenue tonnage in 1943 than in any year in its history. This was possible through the greater 
utilization of aircraft and an increase of the load factor which was greater than would be 
expected in a normal year. Total operating revenues were $31,451,430.18, an increase of 
16.6 per cent over 1942 revenues of $26,982,014.06. 


Comparative Operating Revenues 



1943 

1942 

1941 

1940 

1939 


Passenger. $23,356,327 $21,512,980 $20,922,773 $15,898,794 $10,712,598 

Mail. 4,886,389 3,266,825 4,269,881 3,912,817 3,682,232 

Express. 2,580,562 1,720,036 756,116 566,796 450,251 

Other. 628,152 482,173 350,008 311,211 225,901 


Total. $31,451,430 $26,982,014 $26,298,778 $20,689,618 $15,070,982 


Passenger traffic, as measured by revenue passenger miles, increased 8.4 per cent and 
passenger revenues were up 8.6 per cent in 1943. The increase in passenger tariffs which was 
effective July 1, 1942, because of suspension of discounts to air travel plan subscribers, 
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Government employees, and on round-trip tickets, was approximately offset by a general 
fare reduction on July 15, 1943 of approximately 7.6 per cent. This reduction was made 
following an order from the Civil Aeronautics Board to show cause why passenger fares 
should not be reduced. 

Air mail carried increased 79.2 per cent in 1943 and mail revenue was up 49.6 per cent. 
Since April 1, 1942, compensation for the carriage of air mail has been based upon a service 
rate of .3 mill per pound mile of mail carried, such rate being approximately equal on a 
poundage basis to the revenues derived from the carriage of air express and passengers. 

Air express rates also were reduced approximately 10 per cent on July 15, 1943. Air 
express pound miles increased 63.1 per cent in 1943, and revenues were up 50.0 per cent. 

The load factor reached a level impractical of attainment in a normal year, of 88.2 per 
cent of passenger seats available for occupancy and 85.4 per cent of payload weight capacity. 
In comparison, 74.2 per cent of available seats were sold in 1942; 69.4 per cent in 1941; and 
66.7 per cent in 1940. The capacity of the limited number of airplanes available was wholly 
inadequate to meet demands for air travel. This was true with respect to all classes of 
traffic—passenger, air mail, and air express. 
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Passenger, Mail and Express Traffic 
1943 1942 1941 1940 1939 


Revenue Miles Flown. 26,397,687 27,828,321 32,098,663 26,749,813 19,170,018 

Passengers per Revenue Mile 

Flown with Passengers. 16.8 14.6 12.8 11.7 10.8 

Passenger Seat Miles Flown. . 494,320,807 542,385,606 590,172,096 467,328,102 320,815,094 

Revenue Passenger Miles. 435,913,741 402,298,900 409,400,652 311,746,689 207,360,215 

Passenger Load Factor. 88.2% 74.2% 69.4% 66.7% 64.6% 

Air Mail Ton Miles. 8,145,462 4,546,184 2,935,789 2,260,013 1,976,012 

Air Express Ton Miles. 4,882,115 2,992,486 1,359,267 954,843 756,860 


Through the necessary application of the government system of travel priorities, whereby 
air travelers and cargo are classified as to their essentiality to the war effort, many of the 
traveling public were inconvenienced. For a recent typical month, 65 per cent of the weight 
payload carried represented priority traffic, the average on some routes running above 80 
per cent. The fine cooperative spirit in which these inconveniences were met by our patrons 
is indeed gratifying. It has further confirmed our confidence in the demands for transporta¬ 
tion which will be put upon us when we may again provide capacity and frequency of service 
consistent with public requirements. 
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EXPENSES 

In line with general industrial costs, the upward trend of expenses continued during the 
year. Total expenses increased from 77.5 cents per revenue mile flown in 1942 to 87.2 cents 
in 1943, an increase of 12.5 per cent, although the expense per revenue ton mile of traffic 
declined from 45.2 cents in 1942 to 40.6 cents in 1943. Increased expenses per revenue 
mile were due principally to the increased traffic carried, greatly increased personnel turn¬ 
over, higher wages, higher taxes, and contributions to the National War Fund. Careful 
consideration is being given to the trend of expenses under wartime operations and particu¬ 
larly in so far as it may affect postwar operations. 


Expenses per Revenue Mile Flown 



1943 

1942 

1941 

1940 

1939 

Expenses before provision for depreciation, obso¬ 






lescence, interest, and other charges. 

82 .6* 

70.9* 

62.5* 

61.4* 

60.2* 

Provision for depreciation and obsolescence. . . . 

4.6* 

6 .2* 

8 .1* 

7.3* 

6 .6* 

Interest. 

— 

— 

.2* 

.5* 

.8* 

Sub-total. 

87.2* 

77.1* 

70.8* 

69.2* 

67.6* 

Non-recurring items. 

— 

•4* 

.7** 

.9** 

1 .6* 

Total. 

87.2* 

77.5* 

70.1* 

68.3* 

69.2* 


* Income. 


EXPANSION OF ROUTES AND SERVICES 

The growth of traffic and development of the new international route to Monterrey and 
Mexico City, Mexico, on which service was started late in 1942 were most satisfactory. Public 
hearings are scheduled before the Civil Aeronautics Board in May 1944 to consider our appli¬ 
cation to make permanent the present temporary certificate of convenience and necessity for 
this route. Your Company already holds certificates of convenience and necessity under 
which it serves Toronto and Windsor, Ontario, Canada. American now, in fact, is an “inter¬ 
national air carrier.” 

Careful study has long been given to the future air travel requirements of communities 
along our routes and to the logical and natural expansion of the system on an economic basis. 
In 1943 the Civil Aeronautics Board partially relaxed its emergency policy in effect since 
December 1941, of holding in suspense applications involving certificates of public con¬ 
venience and necessity with respect to proceedings involving domestic air transportation, 
and later announced it would proceed to consider applications for new air service to the Latin 
American area and to Canada. 


9 
































TO 

CANADA 

ALASKA 


TO 

CANADA 

ALASKA 


TO 

CANADA 

ALASKA 


TO 

CANADA 




MINNEAPOLIS 
lST. PAUL 

m ROCHESTER 


PITTSBURG 


^tSTON 


TRI-CITY. 


'NEW ORLEANS 


GALVESTON 


TAMPA 


CORPUS CHRISTI 


TO MEXICO 
CENTRAL AND 
SOUTH AMERICA 


MONTERREY 1 


SAN FRANCISCO 
TRANSPACIFIC 


TRANS PACIFIC 

LOS ANGELES 

CATALINA 

SAN DIEGO 




# MONTRI 


* 


LORADO SPRINGS 


JACKSON 1 


DAYTON 






IROWNSVILLE 


TO CENTRAL j 

AND s 

SOUTH AMERICA 


IA PAZ 




Tampico 


CAMPECHE 


mm 


VERACRUZ 


MEXICO 

CITY 


LEGEND 


ROUTES NOW CERTIFICATED 
FOR AMERICAN AIRLINES 

PROPOSED NEW ROUTES AND 
EXTENSIONS OF PRESENT 
ROUTES 

PROPOSED U. S.-LONDON 
ROUTES 
















✓ 

4 




AMERICAN AIRLINES, Inc. 



Applications for new routes include the 
request for consolidation of the Chicago- 
New York and the Cleveland - Boston 
routes into one route; a consolidation of 
the Boston-New York, New York-Fort 
Worth and Dallas-Los Angeles routes into 
one transcontinental route. 
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Accordingly, your Company actuated its plans for domestic expansion by filing applica¬ 
tions for extension and consolidation of certain of its present routes, which would bring new 
air service to 47 communities in 10 states, and increase the route miles served by the Company 
approximately 60 per cent. Public hearings on certain of these applications have been held 
and await decision; additional hearings are scheduled in 1944. Application was also made to 
serve Montreal and Ottawa, Canada. Approval of an application to Ottawa would not only 
permit of a single carrier flying direct from the capital of Canada to the capital of the United 
States but would save more than 100 miles in distance. 

After careful and complete study, your Company also filed application on August 25, 
1943, for a certificate of public convenience and necessity which would authorize it to engage 
as an air carrier of persons, property and mail between New York, Boston, Chicago and 
Detroit in the United States, and London, England, or in the alternative, Paris, France. 

San Diego, California: San Diego was authorized as an intermediate stop on the 
transcontinental route by order of the Civil Aeronautics Board on May 10, 1943. Tem¬ 
porary service had already been inaugurated to San Diego by authority of a wartime 
emergency certificate issued by the Board in 1942. 

Akron, Ohio: Authorization to serve Akron as an intermediate stop on the route 
between Cleveland and Nashville was granted on November 15, 1943. The amended 
certificate of convenience and necessity for this route provides that service to Akron 
shall not be inaugurated until the Board shall have determined that the national de¬ 
fense no longer requires that inauguration of such service be delayed. 

Joplin, Missouri: Upon representation of the Army Air Forces that military 
requirements necessitate air service to Joplin on a temporary wartime basis, the Civil 
Aeronautics Board on November 30, 1943, issued an order of temporary authority to 
serve Joplin as an intermediate point on the route between Chicago and Dallas-Fort 
Worth. Service was inaugurated to this city on February 19, 1944. Application to pro¬ 
vide similar postwar peacetime air service to Joplin was filed with the Board on July 6, 
1943, and public hearing on this application is scheduled to be held in April 1944. 

The war has focused unprecedented attention on aviation and the future development 
of air transportation. The United States domestic airlines are now certificated to serve 365 
points in the continental United States, over 50,643 miles of route. At October 31, 1943, 
there were pending before the Civil Aeronautics Board 348 applications proposing air service 
over more than 500,000 miles of route to 3,631 United States cities and towns not now having 
air service. Many of the applications proposed service over routes directly paralleling 
those now operated by your Company. If all pending applications were granted, the domes¬ 
tic air transportation system would be expanded 10 times. Total route mileage would 
be more than twice the miles of route operated by either Class I steam railroads or common 
carriers by bus. 
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The Civil Aeronautics Board is charged by law with the responsibility for developing air 
transportation along sound and economic lines. The Board is confronted with an important 
task of sifting from these applications those which are not inconsistent with the progress of 
the air transportation industry and are now deserving of favorable action, and it was with 
this in mind that application for the expansion of our system was made. Your Management 
is carefully studying and watching developments in this respect. 


PERSONNEL 

The exceptional spirit and loyalty of American’s employees has been and continues to be 
a major factor affecting the successful conduct of your Company’s business. An abundance 
of equipment and other facilities would be of little value without the energy and “esprit de 
corps” so evident among your Company’s personnel. 

At the end of 1943 there were 7,614 employees working for American, as compared with 
6,022 at the end of 1942. Women employees constitute one-third of the total, many of whom 
are performing work formerly considered as “jobs for men.” They have stepped into the 
breach occasioned by the heavy wartime requirements, and are capably fulfilling the demands 
placed upon them. 

During the past year 533 persons left your Company to join other employees already in 
the armed services, bringing the total number to 1,605. American Airlines salutes these men 
and women and wishes them Godspeed in the task they have set out to do. 

An indoctrination program was inaugurated during the latter part of 1943 for the orienta¬ 
tion of new employees. Its purpose is to acquaint newcomers with the background and 
spirit of the organization so they may more effectively take their place in the company from 
the beginning. 

The employee Suggestion System was effective in stimulating the interest of employees 
in improving equipment, methods, procedures, working conditions, and general efficiency of 
the Company, to the benefit of both Company and employees. 

Your Company’s well established policies were continued in connection with medical 
supervision of the health of employees, sickness disability, employee annuities and vacations. 


Mr. Ralph S. Damon was elected to the newly created position of General Manager in 
addition to the Vice Presidency already held by him. Upon completion of his leave of 
absence he returned to the Company on September 1, 1943, having served as President of 
Republic Aviation Corporation. 

On January 19, 1944, the office of Comptroller was created. Mr. Paul G. Larie, formerly 
Assistant Secretary and Assistant Treasurer, now holds the position of Comptroller and 
Assistant Treasurer. 

Respectfully submitted, 



By order of the Board of Directors 


A. N. KF.MP 


President 
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CONSOLIDATED 

At December 31, 1943 and 


ASSETS 

December 31, 
1943 

December 31, 
1942 

Current Assets: 




(Note 1) 

Cash on hand and demand deposits. 

$ 

9,362,959.74 

$ 

7,444,277.54 

Marketable securities, at cost (approximately market)— 

U. S. Treasury bonds and certificates. 

U. S. Treasury tax notes. 

Canadian Government bonds. 

$ 

3,994,966.25 

5,026,000.00 

90,900.00 

$ 

2,474,917.35 

735,000.00 

47,575.05. 

• 

$ 

9,111,866.25 

$ 

3,257,492.40 

Accounts receivable— 





U. S. Government— 

For the transportation of air mail. 

$ 

1,518,462.65 

$ 

2,989,354.58 

For services performed at cost under war contracts. 

Less\ Advance payments received. 


5,553,894.17 

2,921,608.66 


3,177,766.99 


$ 

2,632,285.51 

$ 

3,177,766.99 

For air travel, etc. 


1,306,705.56 


1,171,240.92 

Air travel plan subscribers. 


767,652.93 


821,986.22 

Other airline companies and agents—traffic and express balances. 


1,978,349.12 


2,130,166.29 

Other trade accounts. 


588,883.21 


342,528.25 

Indebtedness of employees. 


64,656.87 


36,176.07 

Less: Reserve for doubtful accounts receivable. 

$ 

8,856,995.85 

154,002.61 

$ 

10,669,219.32 

118,278.92 


$ 

8,702,993.24 

$ 

10,550,940.40 

Inventories—parts and supplies, at the lower of cost or market. 

$ 

781,298.50 

$ 

592,598.00 

Total Current Assets . 

$ 

27,959,117.73 

$ 

21,845,308.34 

Investments and Special Funds: 





Investment in wholly-owned subsidiary not consolidated, at cost (less reserve of $14,096.51 at 

December 31, 1943 and $49,711.35 at December 31, 1942). 

Miscellaneous investments in connection with operations, at cost. 

Special cash deposits. 

$ 

485,903.49 

24,230.16 

65,540.00 

$ 

450,288.65 

25,980.04 

65,540.00 


$ 

575,673.65 

$ 

541,808.69 

Flight Equipment, at Cost. 

Less: Reserve for obsolescence and depreciation. 

$ 

7,526,565.30 

6,158,020.26 

$ 

8,006,519.48 

5,650,938.84 


$ 

1,368,545.04 

$ 

2,355,580.64 

Land, Buildings and other Equipment, at Cost. 

Less: Reserve for depreciation. 

$ 

4,980,743.99 

2,078,684.48 

$ 

4,549,933.74 

1,689,134.31 


$ 

2,902,059.51 

$ 

2,860,799.43 

Non-Operating Property and Equipment, at Estimated Realizable Value. 

$ 

26,320.00 

$ 

26,320.00 

Long Term Operating Property Prepayments, Less Amortization. 

$ 

522,283.52 

$ 

149,014.36 

Deferred Charges: 





Prepaid rents and insurance. 

Other deferred charges. 

$ 

54,045.29 

68,472.14 

$ 

113,768.06 

98,792.11 


$ 

122,517.43 

$ 

212,560.17 


$ 

33,476,516.88 

$ 

27,991,391.63 


Explanatory notes are attached hereto . 
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ND CONSOLIDATED SUBSIDIARY 


BALANCE SHEETS 


•ecember 31, 1942 

LIABILITIES, CAPITAL STOCK AND SURPLUS 


December 31, 
1943 


Current Liabilities: 

Accounts payable. 

Other airline companies—traffic balances payable. 

Air travel plan subscribers' deposits. 

Dividends declared on preferred stock—paid January 

respectively. 

Accrued salaries and wages. 

Provision for federal income taxes (Note 2). 

Other accrued taxes. 

Other accrued liabilities. 

Total Current Liabilities. .. . 


. $ 1,689,179.81 

. 2,030,012.06 

. 2,702,716.20 

15, 1944 and January 15, 1943, 

. 53,126.74 

. 689,162.25 

. 3,545,442.16 

. 349,100.34 

. 360,240.36 

. $ 11,418,979.92 


Unearned Transportation Revenue . $ 104,403.60 

Reserve for Transition to Peacetime Operations . $ 1,750,000.00 


Capital Stock: 

Preferred stock—• 

Authorized—100,000 shares without par value 

Issued and outstanding—50,000 shares of $4.25 Cumulative Convertible Preferred Stock 


(preference on liquidation—$100 per share plus accrued dividends). $ 5,100,000.00 


Common stock— 

Authorized—1,000,000 shares par value $10 per share 

Issued and outstanding—574,848 shares. $ 5,748,480.00 


Reserved for conversion of $4.25 Cumulative Convertible Preferred Stock (basic conversion 
ratio—1-3/7 shares of common stock for each share of preferred stock)—71,429 shares 

Surplus (per attached statement): 

Paid-in surplus. $ 1,942,682.50 

Earned surplus. 7,411,970.86 

$ 9,354,653.36 


Explanatory notes are attached hereto • 
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? 33,476,516.88 


December 31, 
1942 

(Note 1) 

$ 1,209,365.44 

2,289,888.88 
2,704,369.39 

53,126.74 
210,523.24 
2,759,451.00 
235,698.73 
309,355.12 
$ 9,771,778.54 

$ 134,669.51 


$ 5,100,000.00 


$ 5,748,480.00 


$ 1,942,682.50 

5,293,781.08 
$ 7,236,463.58 


$ 27,991,391.63 


























































AMERICAN AIRLINES, INC. AND CONSOLIDATED SUBSIDIARY 


Consolidated Statements of Profit and Loss 

For the Years Ended December 31, 1943 and 1942 


Year Ended 


December 31, 
1943 


December 31, 
1942 


Operating Revenue: . 


(Note 1) 


Passenger. 

Mail. 

Express... 
Other. . . . 


Operating Expenses (Note 3): 

Flying operations. 

Ground operations. 

Maintenance and repairs. 

Passenger service. 

Traffic and sales. 

Advertising and publicity. 

Retirement Benefit Plan and other employee welfare (Note 5). 

Social security taxes. 

General and administrative. 

Provision for obsolescence and depreciation of property and equipment 


Other Income: 

Profit on sale and retirement of property and equipment 
Interest, cash discounts on purchases, etc. 


Deductions from Income: 

Special provision for doubtful accounts receivable. 
Other. 


Extraordinary Income—Excess of proceeds over book value of flight equipment sold at 

THE DIRECTION OF THE U. S. GOVERNMENT. 

Provision for Federal Income Taxes (Note 2). 

Provision for Transition to Peacetime Operations. 

Net Profit Carried to Surplus. 


$ 

23,356,327.31 

4,886,389.14 

2,580,561.96 

628,151.77 

$ 

31,451,430.18 

$ 

5,010,981.77 

4,647,226.46 

3,681,035.07 

1,882,401.63 

2,785,073.96 

1,124,541.24 

407,209.34 

305,012.16 

1,932,817.53 

1,210,711.81 

$ 

22,987,010.97 

$ 

8,464,419.21 

$ 

261.04 

106,289.50 

$ 

106,550.54 

$ 

8,570,969.75 

$ 

30,000.00 

98,001.04 

* 

128,001.04 

% 

8,442,968.71 

$ 

8,442,968.71 

3,500,000.00 

$ 

4,942,968.71 

1,750,000.00 

$ 

3,192,968.71 


$ 21,512,979.67 
3,266,825.22 
1,720,036.50 
482,172.67 


$ 

26,982,014.06 

$ 

5,019,232.98 

4,088,567.76 

3,309,446.04 

1,701,725.42 

2,603,087.28 

953,658.78 

446,706.28 

292,492.82 

1,237,805.80 

1,715,908.92 

$ 

21,368,632.08 

$ 

5,613,381.98 

$ 

21,130.90 

62,274.89 

$ 

83,405.79 

$ 

5,696,787.77 

$ 

100,000.00 

172,919.14 

$ 

272,919.14 

% 

5,423,868.63 


1,177,845.75 

$ 

6,601,714.38 

2,750,000.00 

$ 

3,851,714.38 

$ 

3,851,714.38 


(*> 


(*) Includes $834,845.75 of excess of proceeds over book value of flight equipment sold at the direction of the U. S. Government after 
deduction of applicable federal income tax provision. 


Explanatory notes are attached hereto. 
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AMERICAN AIRLINES, INC. AND CONSOLIDATED SUBSIDIARY 


Consolidated Statements of Surplus 

For the Years Ended December 31, 1943 and 1942 




• 

Year Ended 




December 31, 
1943 

December 31, 
1942 

Balance at beginning and end of year. 

PAID-IN SURPLUS 



$ 1,942,682.50 


EARNED SURPLUS 

Balance at beginning of year.. 

Add: Net profit for year. 


Deduct: 

Dividends declared— 

On Preferred Stock ($4.25 per share in 1943 and 1942) 
On Common Stock ($1.50 per share in 1943 and 1942) 

Balance at end of year. 


$ 5,293,781.08 

3,192,968.71 
$ 8,486,749.79 


$ 212,506.93 

862,272.00 
$ 1,074,778.93 

$ 7,411,970.86 


$ 

2,516,845.36 


3,851,714.38 

$ 

6,368,559.74 

$ 

212,506.66 


862,272.00 

$ 

1,074,778.66 

$ 

5,293,781.08 
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AMERICAN AIRLINES, INC. AND CONSOLIDATED SUBSIDIARY 


Notes to Financial Statements 

NOTE Is 

Effective January 1, 1943 certain changes were ordered by the Civil Aeronautics Board in the required 
accounting practices and financial reports of domestic air carriers. The financial statements for the year 1943 
are presented in substantially the form prescribed by the Civil Aeronautics Board, and certain changes (not 
affecting net profit or surplus) have been made in the classification of certain items, as presented in the annual 
stockholders’ report for the year 1942, to place that year’s accounts on a basis comparable with those of the 
year 1943. 

NOTE 2: 

No provision has been made for federal excess profits tax as the Company is believed to be exempt there¬ 
from, the exemption for the year 1943 resulting from an unused excess profits credit carry-over from prior years 
provided for in the Revenue Act of 1943. The Company’s liability for federal taxes for the years 1943 and 1942 
is'subject to the Internal Revenue Bureau’s review of the tax returns for such years. 

NOTE 3: 

Services performed by the Company under war contracts have been charged to the U. S. Government 
without fee or profit. The applicable costs and expenses are not included in the accompanying profit and loss 
statements. 

The charges to war contracts for the year 1942 have been reviewed in renegotiation proceedings by the War 
Department which has made a final determination that no renegotiation refund was required for such year. The 
Company believes that renegotiation proceedings for the year 1943, if initiated, will likewise result in no refund 
being required. 

NOTE 4: 

There are various suits and claims pending against the Company arising in the ordinary course of its busi¬ 
ness which, it is believed, will not result in any material loss or expense to the Company. 

NOTE 5: 

Under the employees’ Retirement Benefit Plan the Company intends, but does not guarantee, to purchase 
annuities in respect of past services rendered by employees prior to December 31, 1941. Expenses include pay¬ 
ments of $225,(XX) in each of the years 1943 and 1942 for the purchase of such annuities and the estimated 
remaining gross cost thereof, if purchased at December 31, 1943, would have amounted to approximately 
$860,000, which amount will be reduced by employee severances prior to retirement. The current cost of the 
Plan for service rendered subsequent to December 31, 1941 is being paid! in partf by employees and in part by 
the Company. 

NOTE 6: 

Fixed assets at December 31, 1943 include approximately $980,000 (after deduction of reserve for deprecia¬ 
tion) located in and used in airline operations within the Republic of Mexico. Net current assets in foreign 
countries are not substantial in amount. 

NOTE 7: 

The accompanying financial statements include in consolidation the Company’s subsidiary, American 
Airlines de Mexico, S. A., but exclude its other subsidiary, Sky Chefs, Inc. The latter commenced airport 
restaurant and airline catering operations in 1942 and its assets and operations are not material in relation to 
those of the Company. The operations of Sky Chefs, Inc., resulted in a net profit of $35,614.84 for the year 1943 
and a net loss of $49,711.35 for the year 1942, the accumulated net loss of $14,096.51 being provided for in the 
Company’s accounts. 
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AMERICAN AIRLINES, INC. AND CONSOLIDATED 

SUBSIDIARY 




ARTHUR YOUNG & COMPANY 

ACCOUNTANTS AND AUDITORS 
1 CEDAR STREET 

New York 5, N. Y. 


To the Board of Directors and Stockholders 

American Airlines , Inc.: 

We have examined the consolidated balance sheet of American Airlines, Inc. 
and Consolidated Subsidiary at December 31, 1943 and the consolidated state¬ 
ments of profit and loss and surplus for the year then ended, have reviewed the 
system of internal control and the accounting procedures of the Companies and, 
without making a detailed audit of the transactions, have examined or tested ac¬ 
counting records of the Companies and other supporting evidence, by methods and 
to the extent we deemed appropriate. It was not practicable to confirm receivables 
from the U. S. Government, as to the substantial accuracy of which we satisfied our¬ 
selves by other means. Our examination was made in accordance with generally 
accepted auditing standards applicable in the circumstances and included all pro¬ 
cedures which we considered necessary. 

In our opinion, the accompanying consolidated balance sheet and consolidated 
statements of profit and loss and surplus present fairly the position of American 
Airlines, Inc. and Consolidated Subsidiary at December 31,' 1943, and the results 
of their operations for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 

Arthur Young & Company 

New York, N. Y. 

March 7, 1944. 


NEW YORK 
CHICAGO 
DALLAS 
KANSAS CITY 
LOS ANGELES 
MILWAUKEE 
PITTSBURGH 
TULSA 

LONDON. ENGLAND 
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